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Keeping in Touch With the Current Business 


and Economic Situation at Home and Abroad 


By Dr. J. E. Le Rossicnor, Dean 
College of Business Administration, University of Nebraska 


At business men keep in touch with the outside world more or less, if only 

by looking in shop windows, talking with other business men on the 
street or in the clubs, or reading the daily papers. Then, too, they receive 
advertisements, see traveling salesman and, in one way or another, get infor- 
mation about new commodities, changes in style, competition, trend of prices, 
and other doings and happenings in the centers of trade and industry. The 
larger merchants, 9f course, have their buyers, who are closely watching the 
course of events at home and abroad, and often send inside information, 
which is all the more valuable because it has not yet appeared in print. Manu- 
facturers and jobbers also have their buyers and a force of salesmen as well, 
who keep them informed about crops, industrial activity, credits and collec- 
tions, new developments, and business prospects throughout their sales ter- 
ritory. 

So also the executives of railroads, telegraph and telephone companies, 
banks and investment companies have always had their own sources of infor- 
mation, without which they could scarcely have existed or carried on business 
in any effective way. . 

All this has been going on for a long time, but in recent years many busi- 
ness executives, especially those connected with large corporations, have felt 
the need of extending their field of vision and getting more knowledge from 
every quarter. They are coming to realize the fact that the business world is 
a vast, complex and closely knit organization, in which every part is related 


_ to every other, so that movements in a given place or industry are transmitted 
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far and wide, usually with diminished force but sometimes with intensified 
effect. 

So they are giving an increasing fraction of their time to systematic 
reading about what is going on in every part of the business world, even 
though the relation of much of the information thus obtained to particular 
business problems may not be clearly perceived. One business executive 
spends as much as three hours a day in such reading; another gives most of 
his time to it. In fact, the days are too few and brief for all the reading that 
should be done, so business men are eagerly looking for summaries, digests, 
graphs and other short cuts to knowledge. 


What the Business Executive Reads 


What do these business executives read? The financial page of the daily 
paper, at least, and one or more trade journals. The New York Journal of 
Commerce, perhaps, or the journals of the same name of Chicago or San 
Francisco. The Monthly Letter of the National City Bank of New York is 
widely read, also the Economic Bulletin of the Chase National Bank. Some 
firms have reading rooms and libraries, where one will find a number of gen- 
eral business journals, such as The Commercial and Financial Chronicle, Com- 
merce and Finance, The Economic World, The Amnalist, The Magazine of 
Business, System, Harvard Business Review, The Journal of Business of the 
University of Chicago, Dun’s Review, Bradstreets’, The Nation’s Business, 
Forbes, Credit Monthly, The Burroughs Clearing House, and various gov- 
ernmental publications, such as Commerce Reports, The Federal Reserve Bul- 
letin, and The Survey of Current Business. Here also should be found the 
publications of the National Bureau of Economic Research and the National 
Industrial Conference Board—veritable mines of statistics and other con- 
densed information. 

Then, too, such libraries have, or ought to have, several of the business 
“services” which have appeared in recent years and which give business men 
a great deal of usable information and much food for thought. Among these 
publications are Moody’s various manuals and reports, Babson’s Reports, 
Brookmire Economic Service, Harvard Economic Service, United Business 
Service, Whaley-Eaton Service. 

This is a formidable list of sources of information, which no business 
executive could read in full and have time left for other duties, not to men- 
tion golf, bridge, social engagements, or general reading. Yet it is surprising 
how many golden grains of knowledge one can get by quickly going through 
a mass of material and sifting out what, for particular purposes, may seem 
important. . 
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Fortunately, too, some of the magazines give valuable summaries of cur- 
rent events, and other time-saving condensations, so that he who runs may 
read. Still other time-savers are The Management Review, with its meaty 
abstracts and news items ; Business Conditions and Forecasts, a digest of vari- 
ous authorities in tabular form published by the A. M. A.; the Executives’ 
Bulletin of the Union Trust Company, Detroit, with its digest of current 
business articles ; the Bache Review, a general financial and business summary ; 
and the Tregoe Semi-Monthly Letter, devoted to trade, finance and credit. 

Statistics also play an important part in quickly conveying information, 
especially when presented, as by various business services, in the form of 
charts or graphs, which show at a glance comparative quantities, correlations 
and trends, throw light on the future as well as the past, and are a valuable 
guide to the business executive in shaping inventory, production and sales 
policies. Every executive should read the Survey of Current Business, or at 
least glance over the charts, especially the monthly and weekly business in- 
dicators. 

Some business men make personal collections of significant clippings, 
abstracts of books and articles and the like which, when properly filed, are 
readily available and are most useful because collected with particular ends 
in view. 

Certainly, the business executive, like the general of an army or the cap- 
tain of a ship, needs to know what is going on beyond his immediate horizon, 
how he is likely to be affected by changing conditions, near or remote, and 
how to adapt himself to his ever-changing environment. 

Looking backward, every business man can see how he might have done 
better for himself and his community if he had known more about the tides 
and currents of the uncharted business sea. 


Foreign Conditions Influence Business 


It is a far cry to Australia and Argentina, yet failures and losses in those 
countries in the late eighties caused the failure of Baring Brothers in London 
in 1890 and the British crisis of that year, which in turn caused trouble in the 
United States and helped to bring about our panic of 1893. 

Certain improvements in refrigeration in the early eighties made it pos- 
sible for Australia, New Zealand and South America to ship frozen mutton 
and beef to Europe, revolutionized the meat industry, and gave cheaper food 
to the working classes of Europe. What has cold storage not done for the 
meat, fruit, egg and dairy industries of our own country? And what profits 
were made by those who, though dimly, could foresee all that! 
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Invention Revolutionizes Industry 


Similar developments have taken place in gold mining since the inven. 
tion of the cyanide process, in the manufacture of steel by the Bessemer pro- 
cess, in the automobile business and aviation through the invention of the 
gas engine, in the manufacture of gasoline by the cracking process, and in 
communication by means of the radio. All of which changes were in part 
anticipated by far-sighted men, many of whom profited greatly by their in- 
sight, imagination and enterprise. 

About thirty years ago a business man in Denver, who was closely watch- 
ing the world’s production of gold, predicted that it would increase for a 
number of years, and that there would be a time of rising prices, high profits 
and great prosperity, and advised his freinds to buy land, buildings and other 
property, which would surely rise in value. Professor Irving Fisher and 
other economists made similar predictions a little later and the outcome fully 
justified their conclusions, which were not mere guesswork, but based upon 
facts carefully observed and correlated. 

This case well illustrates the importance of keeping in close touch with 
the trend of prices and other phenomena connected with the business cycle. 
Those who did so were able to foresee the crisis of 1920, although they could 
not tell exactly when it would arrive. By holding down costs, reducing inven- 
tories and accumulating surpluses, far-sighted and cautious business naviga- 
tors were able to weather the storm, while many others suffered shipwreck. 


Business Cycle Affects Profits 


It is said that 40 to 50 per cent of losses in business are due to the down- 
ward movement of the business cycle, and a large fraction of total profits to 
the upward movement. Business men, of course, are apt to attribute their 
gains to their own ability and their losses to the business cycle. However that 
may be, a careful study of the ups and downs of business must help to increase 
gains and diminish losses. 

True, the forecasters are not always right, and their predictions must be 
taken with a grain of salt. During the past year some of the best of them 
have been sending out warnings, and yet no serious slump has occurred, which 
seems to discredit them. But we have had a recession in business activity 
during the latter part of 1927, which might have been far more serious if 
these warnings had not been given and heeded. 

As to the business situation at the present time and the prospects for the 
latter part of 1928, the doctors differ. But all are agreed that it is a time for 
payment of floating debts, reduction of overhead and other expenses, reduc- 
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tion of inventories, cautious buying, limitations of dividends, accumulation of 
surpluses, and close examination of all proposals for expansion and new con- 
struction. Also, the statistics of world production of gold and gold move- 
ments should be carefully watched, for it may be that we are on the eve of a 
long period of declining prices. which will be disastrous for those who are 
not fully prepared to meet the situation. 


The Need for Eternal Vigilance 


Naturally, business men watch the price movements of the commodities 
which they buy and sell, but even in this limited field the factors to be con- 
sidered are many, remote and often obscure. The case of leather is a good 
illustration of the need for eternal vigilance. Hides, as everybody knows, are 
a by-product of the cattle business, but it is not so generally known that there 
are in the United States four million less cattle than there were in 1890, al- 
though the population of the country since that time has increased by about 
eighty per cent. 

There is just now a world shortage of hides, which seems likely to last 
for some time. In the year 1921 there were in the United States 7,400,000 
hides on hand ; in 1926 there were 4,300,000 ; but by the end of 1927 the stock 
had been reduced to less than 3,000,000. Apparently our American tanners 
were caught napping, expecting the usual imports from South America; for 
by the time they woke up to the situation the South American supply had been 
mostly bought up by European tanners. Consequently, hides went up within 
eight months from 50 to 70 per cent, and at the end of the year prices were 
quoted for immediate delivery only. 


Numerous Factors to be Considered 


How numerous the factors are which a business man must consider in 
making his decisions may be shown by the experience of a prominent eastern 
cotton manufacturer, who tries to keep in touch with everything affecting the 
cotton market, directly or indirectly, at home and abroad. 


On the buying side, he keeps track of the crops in the United States, 
Peru, China, India, Egypt and wherever else cotton is grown. He is inter- 
ested in the boll weevil, floods in the South, diversified farming, negro labor, 
Italian and Mexican immigration, agricultural credit, fuel, water-power, fer- 
tilizers, the utilization of Muscle Shoals, new inventions, new business 
methods, freight rates, the tariff, labor legislation, the money market and, 
above all, the weather. 


On the selling side he is particularly interested in the crops in every part 
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of the country, but also in mining, manufacturing, lumbering, transportation 
floods, storms, earthquakes, credits and collections, freight rates, volume of 
business, failures, relations with jobbers, mail-order houses, chain stores, na- 
tional advertising, competition of other cotton manufacturers, competition of 
wool, silk and rayon, competition of automobiles, phonographs and radios, 
advantages of trade associations and mergers, federal and state legislation and 
many other factors and forces affecting domestic sales. 

As to the foreign market he tries to keep in touch with political and eco- 
nomic conditions in Soviet Russia, Western Europe, China and South Am- 
erica; he is concerned about war indemnities, the inter-allied debts, foreign 
loans and European credit; he fears the competition of Eurcpean manufac- 
turers and desires more protection against them; yet he wants them to pay 
their debts, though not in cotton goods. 

This manufacturer may be exceptionally well informed, but the success 
of his business is sufficient justification of his business strategy and tactics. 
Similar generalship is found in many other fields of business, and must pres- 
ently be practiced by all who would survive in the midst of our highly com- 
petitive and ever-changing environment. Certainly, no one can escape danger, 
as the ostrich is supposed to do, by hiding his head in the sand. 


Selection and Application of Pertinent Facts 


Many other illustrations could be given of the application of broad knowl- 
edge to the conduct of particular businesses. In every case it is a question of 
the selection of pertinent facts, the correct inierpretation of them in the 
light of extensive knowledge and sound theory, and the proper application 
of them to particular questions and problems as they arise. Here are a few 
cases taken at random from various publications : 

Medical progress has directly affected the packing industry, and now the 
thyroid glands, adrenals, pituitary bodies and other parts of animals are care- 
fully saved and prepared for medicinal use. 

American packers, and manufacturers of automobiles and agricultural 
implements are watching developments in Soviet Russia, hoping to establish 
branch fattories there when the right time comes. 

Changes in the Canadian tariff are of interest to American manufactur- 
ers planning to establish branch factories in Canada, as a large brush company 
and a number of automobile manufacturers have already done. 

The coal strike in Colorado and the trouble between the Interborough 
Rapid Transit Company of New York and the Amalgamated Association of 
Street and Electric Railway Employees are showing the relative advantages 
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and disadvantages of company unions and national unions, in which many 
employers and employees are deeply concerned. 

Not long ago, when prices of cotton goods were rising, a manufacturer 
of cotton gloves made a quotation to a jobber for immediate delivery. The 
jobber delayed ordering for several days and lost $500 thereby. 

Jobbers in every line are anxiously watching the development of chain 
stores and mail-order houses and are doing their best to struggle against it 
or to adapt themselves to the new situation. 


Automobiles and Good Roads Influence Retail Trade Centers 


A recent study of the influence of automobiles and good roads upon re- 
tail trade centers in the Middle West, showed that towns of less than 1,000 
population suffered a loss between 1910 and 1920, while larger towns enjoyed 
a healthy growth, and the largest towns increased still more in population. 
Such a study is of interest to people thinking of starting or quitting business 
in certain places and indicates also the kind of business suitable to places of a 
given size. 

It is stated that 78 per cent of the grapefruit trees in Florida have not 
yet reached the bearing age, a piece of information of no little significance 
to citrus fruit farmers in Florida and California. 

The Mexican Supreme Court has sustained the suit of the Mexican Pe- 
troleum Company—affiliated with the Standard Oil Company—against the 
Mexican Government. This foresadows a clearer recognition of American 
property rights in Mexico and is encouraging to all American capitalists carry- 
ing on business in that country or planning to do so. 


Wide Reading Supplies Helpful Information 


Such illustrations, which could be multiplied indefinitely, clearly show 
that by wide reading one can often pick up helpful and highly profitable in- 
formation here and there, indicating particular lines of action with respect to 
construction, equipment, buying, expansion or contraction of production, in- 
ventories, internal management, sales policy at home and abroad. 

But the chief value of extensive and accurate information, whether de- 
rived from the printed page or from long experience, is that the executive 
has a broad view of the business world and a vast store of knowledge in his 
sub-consciousness which, though half forgotten, may be brought to bear with 
telling effect upon the solution of problems and the making of decisions. 
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GENERAL MANAGEMENT 


Decentralization of Industry Involves 
Problems 


Industry has been bombarded briskly 
within the past year by much talk about 
the advantages of decentralization. The 
disciples of decentralization would have 
the fur industry, for example, scattered 
throughout the country instead of con- 
centrated in St. Louis as it is at present, 
or the furniture factories dispersed 
throughout the United States rather than 
centered in Grand Rapids. 

Decentralization of industry is a seri- 
ous step. It seldom succeeds in an out- 
standing manner. True, there have been 
times when sheer economic pressure has 
dictated such moves. Take the explosive- 
manufacturing industry. When the use 
of explosives as industrial necessities came 
into general use, haulage represented a big 
problem because of the hazards involved. 
One great explosive manufacturer saw the 
wisdom of the establishment of a num- 
ber of small plants scattered over the 
country and located near the using-centers. 
This decentralization was a profitable one 
in every respect. 


The centralization of industry is sel- 
dom a matter of chance. Perhaps cheap 
electric power, convenience to source of 
raw materials, cheap water power, con- 
venience to consumer or a hundred mat- 
ters may be responsible for the original, 
minor concentration of special interests 
devoted to a specific industry in a certain 
locality. In the course of time it is inevit- 
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able that the original reasons may become 
entirely null and void; but their voidance 
is no argument for decentralization for, in 
the meantime, other reasons for the cen- 
tralization have come into existence and 
these reasons are of greater importance 
than the original ones. By Harry Bots- 
ford. Barron’s, July 16, 1928; p. 17:1. 


What Is Industry to Do About Over- 
Production? 


In spite of scientific advertising and 
salesmanship, of marketing research and 
better management; in spite of better 
turnover and better transportation, it is 
more difficult to distribute the full pro- 
duction of our factories today than it was 
fifty years ago. Industry must re-orien- 
tate itself and adopt a more farsighted at- 
titude toward the ultimate consumers of 
its products. Since we have a rising 
American standard of production we must 
have a rising American standard of con- 
sumption. Industry, for instance, cannot 
afford to ignore anything which affects 
wage-earner incomes, such as the bitum- 
inous coal strike or the Passaic mill strike 
of a year ago. Nor even the fact that 
agriculture does not furnish farm workers 
with sufficient incomes to buy all that they 
might consume. If industry would take 
these things into account it might be able 
to postpone indefinitely what now seems 
like an inevitable day of reckoning. By 
Ralph Borsodi. Advertising & Selling, 
June 27, 1928, p. 23:4. 
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Management in Industry 

Originally man was a farmer. He was 
merely a producer who consumed his own 
produce with no selling problems. But 
as population grew, industry began to sub- 
divide, some farmers became craftsmen. 
The craftsmen needed tools. Tools have 
continued to multiply until today we have 
labor saving machinery which increases 
a thousandfold the man-power of former 
days. 

In the beginning, the owner was usually 
the manager; he raised the money, man- 
aged the production and directed the sell- 
ing. But as industry grew, outside cap- 
ital had to be called in. Today we have 
ownership resting in enormous bodies of 
stockholders which choose a management 
outside themselves. The tendency now is 
to go one step further and make it pos- 
sible for management to have a share 
in the results of the industry and thereby 
to promote a certain sense of ownership 
in management. 

Management, today, has a triple re- 
sponsibility—to the stockholders, to the 
labor employed, to the consuming pub- 
lic. In these days when capital comes 
from thousands of stockholders and em- 


ployees, and distribution is national and 
sometimes international, management be- 
comes distinctly a subject to be treated 
as a public trust. 


Management has brought about the in- 
creased efficiency of production that is 
characteristic of today in three ways: first, 
by multiplying man-power by turning him 
into a director of mechanical power; sec- 
ond, by pooling the knowledge of one man 
with that of others, therefore multiplying 
the intelligence and direction with which 
his work is carried on; third, by scientific 
utilization of man’s time, thereby enabling 
him to produce more in a reduced number 
of working hours. 


It is of great importance today to offer 
an incentive to management. Manage- 
ment must not be looked upon as an in- 
dividual, because it is a very large group 
of men in the big industries. These men 
co-ordinate the capital invested, the labor 
of the employees, and the securing of the 
goodwill of the public. They must be the 
most intelligent group possible. Every- 
thing must be done to secure and retain 
the best men for the specialized opera- 
tions which they are to manage. By P. W. 
Litchfield. Trade Winds, May, 1928, p. 
11:4, 


FINANCIAL MANAGEMENT 


Fundamental Changes in the Sources 
and Employment of Credit 


The passage of the Federal Reserve 
Act brought a complete and fundamental 


change in our banking system. Under the 
old system, credit was automatically re- 
stricted and withdrawn when the emer- 
gency most required it. The new sys- 
tem, on the contrary, gathered into great 
central reserves the surplus credit of the 
whole country and in such a manner that 
the very accumulation of those reserves 
Prevented, to a large extent, the conditions 
of panic which had hitherto called for 
the use of credit reserves. 


But the most radical change was the 
adoption of the principle of a credit cur- 
rency. This was really a change from a 
legal tender currency, based on gold, on 
government bonds, and on the obligations 
of all of the people, to a currency based 
on gold and the obligations of individuals. 


.The commodities themselves which needed 


credit for their handling, became the basis 
of the issuance of the currency necessary 
for that purpose. In this way great 
reservoirs of credit were established where 
none existed before. 


During the war, by a strange turn of 
events and not by deliberate calculation, 
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America found itself prospering as Europe 
became impoverished, because Europe had 
to draw on the vast resources of America 
and in return had to transfer her own cap- 
ital. Thus, suddenly, the United States 
found itself in possession of nearly one- 
half of the world’s gold supply, the basis 
of the world’s credit. Thus, almost over 
night, the United States became the great 
creditor nation of the world. 

A sense of international responsibility 
was born and our bankers studied the 
banking systems of those nations which 
had been virtually in control of the in- 
ternational banking of the world. Some 
of the actions of the Federal Reserve Sys- 
tem were severely criticized at the time 
but the wisdom of its managers in their 
recognization of the international situation 
has been proved. 

The war, likewise, created a new form 
of credit in the United States, at least 
new in its importance and its ownership. 
This was the United States public debt. 
Countless streams of credit flowed from 
the people to their own government. It 
was the beginning of the entrance of the 
savings and the surplus of the average 
man directly into the broad stream of 
credit operations. The repayment by the 
government of about ten billions of its 
borrowing from the people and its con- 
sequent release for other purposes has been 
an important factor in the changing chan- 
nels of credit since the war. 


The great stream of credit that has 
flowed from our country to Europe since 
the war has been made up for the most 
part of small amounts of capital of thou- 
sands of our people to be used in foreign 
loans and investments. Although many 
have looked upon this with alarm, there is 
no reason why we should not export our 
surplus capital as well as our surplus 
goods. 


In recent years another new form of 
credit has been developed in what we call 
instalment buying. This is, in effect, a 


system of credit direct from the many. 
facturer to the consumer. 

The Federal land banks, the joint stock 
land banks, the Federal intermediary credit 
banks have opened new channels of agri- 
cultural credit. They have materially 
changed the aspect of the farmer’s bor- 
rowings against his lands and against his 
commodities, and are believed to have 
substantially lessened his costs for cap- 
ital. 


The direct effects of the before-men- 
tioned changing channels of credit upon the 
business of banking have been very 
marked. Partly because of them, stocks 
of merchandise carried by manufacturers 
and distributors have been greatly re- 
duced, with a consequent lessened demand 
for credit to carry them. By the reason 
of the direct investment of people's 
funds, capital has been supplied which 
was formerly furnished by the banks, 
This has brought about the condition in 
which the banks have been loaning their 
funds for investment in stocks and bonds 
instead of to corporations for use in pro- 
duction of commodities. 

This brings up the question of the 
liquidity of a bank’s assets. Loans against 
securities are not eligible for rediscount. 
Inasmuch as the loans of member banks 
of the Reserve system secured by stocks 
increased $900,000,000 last year, and in- 
vestments in securities increased $600,- 
000,000 as against an increase of only 
$350,000,000 in all other loans and dis- 
counts of the same period, this means that 
the availability of the great reserves of 
capital and credit, furnished by the Fed- 
eral Reserve System, is diminishing to a 
comparatively low point. The surplus cap- 
ital of the country has been absorbed by 
the unprecedented activity of the secur- 
ities markets. The credits and _ invest- 
ments of the banks in ineligible securities 
loans have materially increased. Inas- 
much as the securities markets of the 
country have already drawn on the banks 
for all of their surplus funds, plus one 
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billion that had to be borrowed, the writer 
of the article in question feels that it is 
time to call a halt. By Eugene M. Ste- 
vens. Trust Companies, June, 1928, p. 
783 :5. 


Political Aspects of International 
Finance 

Modern English, French, and American 
economists have in large measure inherited 
the classical tradition of the principle of 
laissez faire, and have applied it broadly 
to economic issues arising out of the com- 
merce of nations. They have believed 
that economic transactions which cross 
political boundaries should be conducted 
on the same terms, and with the same 
freedom from governmental interference 
as if they were carried on wholly within 
the national boundaries. It is a matter of 
regret rather than for congratulation that 
statesmen and men of affairs have not been 
governed by the same principle. 

The article sets forth the political tech- 
nique by which the export of capital has 
been restricted both in former times and at 
present by the various countries of the 
world. By Jacob Viner. The Journal of 
Business of the University of Chicago, 
April, 1928, p. 141:33. 


The Revenue Act of 1928 


To the business world the tax bill, 
signed by the President on May 29, is most 
significant as marking a turning point in 
the normal rate of income taxation on 
corporations. Under the new act the rate 
will be 12 per cent instead of 13% 
per cent imposed by the Revenue Act of 
1926. This is the first reduction in the 
rate of tax on corporations within recent 
years. 

Reductions of the individual tax bur- 
den have been accomplished in such in- 
direct taxes as the admissions, club dues 
and automobile imposts. The rate of tax 
on admissions remains 10 per cent, but the 
amount of exemption is raised from 
seventy-five cents to three dollars. The 


tax on club dues remains the same but the 
exemption is lifted from ten dollars as in 
the old act to twenty-five dollars. The 
act of 1928 repeals the former 3 per cent 
tax on the sale of automobiles supposedly 
paid by the manufacturer but in reality 
passed on by him to the buyer. 

The: individual tax payer is also bene- 
fited by the fact that the maximum figure 
that can be treated as earned income 
has been raised from $20,000 to $30,000. 

Business men who sell on the instal- 
ment plan are in general granted the priv- 
ilege of reporting profits on such sales 
over a period of years if the initial pay- 
ment does not exceed 40 per cent of the 


sale. This figure was formerly 25 per 
cent. Commerce Monthly, July, 1928, p. 
13 :3. 


How Depreciation of Equipment 
Affects Dividends 


The rapid improvement in machines of 
all kinds has made depreciation a very 
real factor in manufacturing accounting. 
Ten per cent has been a fairly well estab- 
lished rate of depreciation for many years. 
Income tax experts allow this figure in 
most cases. But where the use of spe- 
cial machinery is involved this is rarely 
enough. More rapid development in ma- 
chine design and output frequently make 
a machine practically obsolete in from 
three to five years, sometimes sooner, The 
manufacturer who cannot replace old or 
obsolete machinery with new, labors under 
a handicap that is often fatal. 

One reason for this inability to replace 
equipment is that the amount charged off 
for depreciation is used in other ways. In 
too many cases it is used for dividends, 
under the impression that it is a part of 
net earnings. The amount charged off for 
depreciation is, in reality, a liability in the 
shape of a trust fund to keep equipment 
up to date. Unless the business earns 
enough to put aside the amount charged off 
for depreciation before paying dividends, 
it is not prosperous. Cases of failure 
to keep pace with low production costs can 
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be traced directly to failure to provide a 
reserve fund for the replacement of ma- 
chinery that cannot turn out its product at 
the modern rate. 


Obsolescence is still more difficult for 
the non-technical man to comprehend. A 
machine may be in perfect condition, may 
even be absolutely new, and yet be ob- 
solete from a production viewpoint be- 
cause a newer machine can turn out many 
times the output at a fraction of the cost. 
It is this factor of complete or even par- 
tial obsolescence that makes it wise to 
charge off a substantial depreciation and 
to see that the amount so charged off is 
available in a reserve fund for use when 
needed. By Fred H. Colvin. Trade 
Winds, June, 1928, p. 11:2. 


After Inflation—What? 

A timely reminder that after inflation 
shrinkage of values is inevitable. The 
wise banker anticipates the probable values 
of the future. The amount of credit that 
he extends is based not on present values 
but on the probable values of things at 
the time of the maturity of the loan. By 
Arthur F. McCarty. The Burroughs 
Clearing House, July, 1928, p. 5:4. 


Saved Pennies Pay Dividends 

When the management proves its in- 
terest in the conservation of its profits 
through prevention of waste of time, ma- 
terials, and money, that attitude of care- 
fulness will be reflected in the personnel. 
Definite steps are best taken through the 
medium of budgetary control. Manage- 
ment’s attack upon the problem of waste 
reduction in many companies has been en- 


ergetic but poorly directed. The main 
forms of operating waste are classified and 
discussed under the heads of wasted ma- 
terials, idle time, and ill-adjusted inven- 
tories. The introduction of a simple ma- 
terials budget form is an aid toward in- 
suring careful buying and accounting, the 
potential value of which for budgetary con- 
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trol has seldom been utilized. The Ham. 
mermill Survey of Business Practice, Re. 
port 4. 14 pages. 


The Future of the Small Loan Business 
The writer of the article in question be- 


lieves that within the next ten or fifteeen 
years the small loan business will arrive at 
a position similar to the present position 
of commercial banking in relation to pub- 
lic respect and approval. 

When the small loan corporation lends 
to a borrowing worker, it becomes his 
financial advisor, helps him to budget his 
income, teaches him thrift. It thereby de- 
creases the number of _ improvident 
workers. 


An argument that is used against loans 
to workers is that the money will be used 
to buy things to be consumed, when it 
should go into production. But the fallacy 
in this argument is that production is 
never complete until it reaches the final 
buyer. The real aim of production is to 
satisfy human desires. 

There is nothing wrong with industrial 
lending, which is just another form of in- 
stalment selling. People who borrow 
money from the small loan corporation 
are really buying things on the instalment 
plan. By Franklin W. Ryan. An address 
delivered at the Meeting of the New Jer- 
sey Industrial Lenders Association, New- 
ark, N. J., March 22, 1928. 24 pages. 


The Income Tax—Depletion and 
Depreciation 
For the last two years an engineer of 
the Income Tax Unit has been working 
with the accountant of the Bureau of In- 
ternal Revenue in an effort to establish 
a policy with reference to the difficult mat- 
ter of appraisal of depletion and depre- 
ciation deductions from taxable income. 
The purpose of the study has been to 
further greater simplicity and equity in 
the audit of future tax returns involving 
deductions for depreciation. 
This article includes a tentative manu- 
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script of a future publication of the Bureau 
covering this subject from the viewpoint 
of studies undertaken by nationally repre- 
sentative organizations of industry in co- 
operation with the Bureau. Such topics 
are included as: Initiation and conduct of 
a depreciation study; minimum require- 
ments in a study of depreciation; methods 
commonly used for computing depreciation ; 
additional methods for computing depre- 
ciation; general requirements of Bureau 


OFFICE MANAGEMENT 
Organization: 


Bank Profits by “Vocational 
Organization” 

The vocational organization idea is rec- 
ognized as a big factor in the prosperity of 
the First National Bank of Chicago, and 
also as a powerful influence in the financial 


life of the Middle West. The system re- 
quires a number of vice-presidents to serve 
as heads of the divisions, each clothed 
with authority. They have all had long 
training in credit and accounting work and 
have familiarized themselves with the his- 


Space: 


When Signs of Life Are Bad Signs— 
in the Office 

One of the worst psychological mistakes 
in an office is for it to be plainly busy. 
Activity should be made as unconscious as 
possible, for all visible activity is a potent 
distractor of workers’ attention. 

Distractions of attention are more potent 
in lowering the productivity of mental 
workers than of machine workers. It 
takes a half hour or more for a mental 
worker to get warmed up to his task and 
his brain cells to function properly after 
a distraction of attention. 

Movements always gain attention. For 


regulations for depreciation accounting; 
obsolscence ; item rates and composite rates ; 
usual life in years the basis of any de- 
preciation accounting ; salvage value; losses 
in addition to depreciation; alterations; 
maintenance in relation to depreciation; 
effect of variations in rate of production 
upon rates of deterioration; combined de- 
preciation and maintenance accounts. By 
J. A. Grimes. The Accounting Review, 
June, 1928, p. 161:16. 


Job Analysis, Employment, Pay, Tests 


tory and trend of each industry in their 
particular field, as well as with current 
conditions. All customers are classified 
according to their lines of business, whether 
engaged in manufacturing, merchandising, 
or transportation. They are encouraged to 
drop in the bank informally, in order to talk 
over their trade plans. Another advantage 
of the system is that the patron always 
comes to the same bank official, and there- 
fore business can be transacted with 
celerity. By Walter M. Heyman. Man- 
agement, July, 1928, p. 43:5. 


Location, Equipment, Arrangement 


this reason movement in an office should 
be as concealed as possible. Private offices 
should be arranged in such a manner 
that visitors will be as little distracting to 
th general office as possible. Ledgers that 
must be consulted by a number of clerks 
should be placed at the back of the room 
and the desks of those who consult them 
should be in the last row. 

The use of pencil sharpeners distracts by 
the noise. The best plan to eliminate this 
is to have the office boy collect pencils each 
morning and night and sharpen them. If 
the boy is properly trained many inches 
of pencils may be saved each month. 

Telephone bells should be muffled by the 
use of rubber bands or cardboards inserted 
behind the bell. The noise made by adding 
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machines and calculators should be les- 
sened by the use of padding under them to 
muffle the noise. Pneumatic tubes should 
be shielded at their outlet by a sound-ab- 
sorbing screen, as they are a double dis- 
traction due to sudden noise and movement. 

While all workers should be protected 


Records: 


Federal Simplification Shortens Filing 

Taking cognizance of the fact that in 
office administration the payroll is usually 
the largest single item of expense, the dis- 
ciples at Washington of simplication of 
business forms have addressed themselves 
frankly to the development of forms that 
will minimize the time and labor neces- 
sary for handling, checking, auditing and 
filing. Without change of filing equip- 


Benefit Systems and Incentives: 
Vacations, Stock Ownership 


A Vacation Plan That Reduces 
Absenteeism 

Many companies are accustomed to at- 
tack the problem of absenteeism by one 
of two opposite methods. Some employ 
a system of fine for absence and tardiness 
and others offer a bonus for attendance. 
The punitive method is always resented 
by the employess, on the other hand if an 
employee loses his bonus for two or three 
months as a result of unavoidable absences 
he feels that he has a grievance and is 
liable to be careless during the remainder 
of the bonus period. 

The Stock Exchange plan might prove 
a satisfactory substitute for the above 
methods. Under this plan a day of ab- 
sence with full pay is awarded each em- 
ployee at the end of each three months 
during which he has had a perfect attend- 
ance and punctuality record. He may take 
the holidays at any time within the year 
following the one in which he received 
the award. Most of the employees prefer 
to take all their holidays at once, usually 


from distractions as much as possible, those 
engaged in executive work should be given 
especial attention as distractions  inter- 
fere more with original head work than 
with more routine tasks. By Donald A, 
Laird. The Office Economist, June, 1928, 
Pp S22. 


Forms, Charts, Cards, Files, Statistics 


ment or departure from an outfitting policy 
predicated on the progressive purchase of 
additional cabinets for an established elas- 
tic installation, it is possible to reduce 
overhead sharply by substituting a simpli- 
fied, standardized program for highly in- 
dividualistic methods, employing a variety 
of time-absorbing forms. By Waldon 
Fawcett. The Office Economist, June, 
1928, p. 6:2. 


Pensions, Profit-Sharing, Suggestions, 


as an addition to their regular summer 
vacation. 

Certain cases both of absence and tardi- 
ness are not charged against the employee's 
record. The cases are clearly defined and 
leave no room for favoritism or leniency. 
An excuse for absence due to illness re- 
quires a physician’s certificate or the ap- 
proval of the medical officer of the Ex- 
change. Babson’s Reports, Management 
Supplement, July 10, 1928, p. 3:1. 

“Wish You Were Here” 

Twe surveys of vacation practices of 

New York City banks show that they be- 


lieve in rather long vacations. In practice 


this usually means a two weeks’ vacation 


for employees and a month or six weeks 
for officers. In some instances the two- 
week period is giving way to a three- or 
four-week vacation. The Bank of New 
York and Trust Company has instituted a 
three-week summer vacation for the ma- 
jority of its employees and a full month 
for the pages. The majority of banks pre- 
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fer to have all their employees take their 
vacations in July and August. Of the 
banks that answered the question relating 
to vacation wages, fifteen stated that they 
pay employees for the entire vacation 
period in advance of the vacation. The 
Corn Exchange Bank gives the ad interim 
employees in advance, but gives a vacation 
bonus to every employee before he ‘eaves 
for his holiday, unmarried employees re- 


ceiving $50, and married men $100. A 
number of the banks are able to get 
through the vacation period without taking 
on additional help, but substitutes are fre- 
quently necessary. The Harlem branch of 
Corn Exchange Bank gives the ad interim 
job to sons, nephews or other relatives of 
good customers. Usually, only one man 
is taken on for the summer. The Bur- 
roughs Clearing House, July, 1928, p. 42:1. 


PRODUCTION MANAGEMENT 


General: Promotion, Organization, Policy, Development 


1928 Railroad Problems and the 
Direction of Future Policy 

This paper outlines the following sug- 
gestions for future policy in railroad regu- 
lation. 

A program for intensifying the economic 
development of the United States that will 
guide leaders in each important economic 
group should be formulated and after the 
widest discussion the particular projects 
which the railroads can carry out should 
be clearly set forth. 

“Rivalry” should supplant “competition” 
as the characterization of relationships be- 
tween trunk lines running between the same 
centers. 

Leadership, recognition and incentives 
should be substituted for compulsion and de- 
tailed supervision as the underlying strategy 
of our national policy in protecting the 
public interest in railroad transportation. 

A new division of labor as between gov- 
ernmental agencies, bankers, railroad man- 
agers and auxiliary agencies should be de- 
veloped. 

The financial policy of railroads should 
be thoroughly revised and not only without 
impairment of the value of outstanding se- 
curities or shocks to railroad credit but 


with a marked improvement in earning 
power of railroads and the standing of 
railroad securities. 

The present labor policy of railroads as 
imposed by the Federal Government and the 
Unions should be set aside for an entirely 
new policy based on the early attainment of 
cooperation and efficiency through means 
well known to able and open-minded man- 
agers. 

The composition of Boards of Directors 
of trunk line railroads should be restudied 
with the view to making the Boards more 
useful and less ornamental. 

The process of inbreeding resulting from 
adherence to the use as chief executives of 
operating and traffic men who have spent 
their entire business lives on railroad work 
should be arrested by developing a new 
system of organization and administration 
and occasionally introducing into the situ- 
ation as chief executive of a particular rail- 
road one who has had broad business ex- 
perience. 

Everything possible should be done to 
change the attitude of railroad executives 
and the impression they give the outside 
world from that of complete impervious- 
ness to ideas not designed primarily to ad- 
vance the interests of their property at 
once to that of open-minded managers of 
a basic instrument of service who are pro- 
moters of sound progress. 
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A thorough study of the freight rate 
structure of the United States on the basis 
of the principles essential for a well-rounded 
economic system in which each local com- 
munity has a reasonable opportunity for 
growth and development should be made 
under auspices independent of the Federal 
Government, the Interstate Commerce Com- 
mission and the railroads but with full ac- 
cess to all necessary data in possession of 
all three. 

The system of administration of rail- 
roads and the classification of accounts 
should be revised concurrently with the 
view to increasing local autonomy, encour- 
aging and stimulating the development of 
sound and well-rounded local communities 
and giving as nearly as possible the same 
stimulus to local enterprise and initiative 
that would be given if the leading local 
railroad representative were the kind of 
local asset represented by a proprietor in- 
stead of an employee with insufficient 


Industrial Economics: Labor and 


Immigration, 


International Industrial Relations 
Association 


That mass production is insecure for 
both labor and capital because of its de- 
pendence upon wide markets, and that so- 
cial research and scientific management 
under the joint auspices of labor and em- 
ployers are needed to give stability to in- 
dustry and to protect wage-earners against 
those effects of mechanization which are 
detrimental, was pointed out by speakers 
from the United States, Great Britain, 


Germany and other countries at the Con- 
gress of the International Industrial Re- 


lations Association, which recently com- 
pleted five days’ discussion of the subject 
at Cambridge, England. The Congress 
was attended by personnel managers and 
welfare workers, employers, representa- 
tives of labor, factory inspectors and re- 


autonomy to exert important constructive 
leadership. 

The chief executives of other industries 
and the leaders in local commercial organ- 
izations should familiarize themselves with 
what their traffic men propose and do. They 
should be very sure that they would wel- 
come the same positions and policies in 
their own business as their traffic men take 
and advocate in railroad matters. 

The membership of the Interstate Com- 
merce Commission should be changed suf- 
ficiently to establish a good working ma- 
jority (at least seven) who adhere to a 
definite and constructive point of view on 
railroad matters. 

Basically, it seems necessary for example 
that we stop trying to add more rooms and 
to refit old rooms in an old building and 
that we start out to get an entirely new 
one. Let us hope that we will not get an- 
other one of reinforced concrete. By Mark 
M. Jones. 1928, p. 5:34. 


Capital, Legislation, Wage Theory, 


search workers from 20 countries. Ad- 
vance News of the I. I. R. A. Congress. 
2 pages. 


Employing the Labor Saved by 
Machinery 


Perhaps the time of human beings saved 
by the use of machinery can be used in 
the production of more wealth, but is that 
desirable? Would it not be better to em- 
ploy it in the cultivation of the mind and 
in the production of those things that are 
beautiful? It could well be used in the 
study of government and politics, and of 
fundamental economics. Or in travel, in 
athletics, in art, and in the reading of 
books. We can beautify and enrich our 
lives by employing the time with which 
machines have provided us and others, in 
the pursuit of the better things that can- 
not be taken away from us. By Theo. H. 
Price. Commerce and Finance, June 20, 


1928, p. 1346:2. 
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Employee Service: Hygiene, Recreation, Lunch Rooms, Stores 


Safety. 


Infected Injuries 

A large New York City department 
store maintained a medical department 
upon an upper floor, but had been unable 
to control an increasing number of infec- 
tious cases among the sales force, largely 
because of finger pricks from the pins in 
price tickets. It was learned finally that 
the sales girls hesitated to leave their work 
to have an injury dressed because of the 
inaccessibility of the hospital. To remedy 
this condition a first aid kit was placed in 
each department in charge of an employee, 
who was trained by a store nurse to give 
proper treatment. Arrangements were 
made to keep a record of all treatments 
and to have a member of the medical de- 
partment make a weekly examination of 
all cases. The plan has practically elimi- 


Employment: 


Using the Brain of the Man Who Has 
Lost His Brawn 


Industrial organizations everywhere are 
continually losing some of their most 
valued and experienced workers because of 


some physical disability. Recently, how- 


ever, some organizations have been mak- 


ing the discovery that it is possible to take 
a constructive course of action about this 
condition, that the physically weakened 
specialist can be relieved of his strenuous 
burdens in the plant and at the same time 
his skill and experience can be conserved 
for the benefit of the whole firm, always 
with dignity and satisfaction to the man 
himself. In the field of research and ex- 
periment the experienced, technical man is 
especially valuable, and the laboratory re- 
search men are glad to have these pro- 
duction veterans as colleagues. By Charles 
R. Rosenberg, Jr. American Mutual 
Magazine, June, 1928, p. 16:3. 


nated infection. The Delaware and Hud- 
son Company Bulletin, July 15, 1928, p. 
219 :1. 


Safety 

The South Metropolitan Gas Company 
of England has reduced industrial accidents 
below pre-war figures by holding inquiries 
into all accidents necessitating absence from 
work or of serious nature. Juries of work- 
men representing the various departments 
have charge of the inquiries and return ver- 
Results are 
better than could be obtained by using 


armies of inspectors, as suggestions come 
from the employees themselves, and the 
spirit of co-partnership is voluntary. In- 
dustrial Welfare and Personnel Manage- 
ment, April, 1928, p. 115:1. 


dicts and recommendations. 


Classification, Selection, Tests, Turnover 


Use Care in Picking Employees Who 
Can Use Initiative 


A good deal has been made of the man 
who carried the message to Garcia, but 
something might also be said for the man 


who sent the message. There was no 
weight of instructions and restrictions, no 
hampering of operations by specifying that 
the message must be carried in a certan 
way. For the man who is competent to do 
the job for which he has been picked, noth- 
ing helps so much to stimulate him to do 
his best as the knowledge that the whole 
responsibility is his. The executive heads 
of a business limit their efforts when they 
tie themselves with short rope to their 
underlings. By Fred Counterman. Mill 
Supplies, June, 1928, p. 139:2. 


Old Age at Fifty 


The practice of setting an arbitrary age 
limit for employment is antisocial and un- 
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sound. Some plants class a worker as old 
at fifty years of age, and in some the age 
limit is even lower than that. In occupa- 
tions requiring youthful strength there may 
have been some justification for this prac- 
tice in former years, but now there is no 
reason for it due to the mechanization of 
industry. On the whole, a machine oper- 
ator is probably better at 60 than at 20. 


Training and Education: Schools, 
Publications, Bulletin Boards 


Progress in Foremen Training 


A study is presented of the results of 
eleven leader-training conferences  con- 
ducted by the Federal Board for Voca- 
tional Education during the years 1926 
and 1927 Bulletin No. 127, Federal 
Board for Vocational Education. 27 pages. 


Capitalizing Criticism 

This article explains the administrative 
machinery set up in one company whereby 
each foreman is the target of the others. 
Each is required to defend his own de- 
partment, or to accept as potential better- 
ments, suggestions made by the others. 

“The Greater Efficiency Council” of all 
the foremen meets twice a month. At the 
first meeting, the foreman of the depart- 
ment chosen for study finds himself up for 
trial, so to speak. Each member will make 
from one to a dozen criticisms and sugges- 
tions for improvement. No criticisms are 
recognized unless they are constructive in 
character and a suggestion for improve- 
ment is offered at the same time. At the 
second meeting, the “accused” must answer 
each criticism or suggestion, advising what 
action he has taken toward adoption of 
each suggestion, or if not adopted, why. 
All criticism is made and received in a 
thoroughly impersonal sense. 

Not only has the company benefited 
from a cost reduction viewpoint, but the 
foremen have been welded into a closer 


Although the practice of discharging work- 
ers for age is not a novelty, the present 
popular resentment toward it is, and the 
employer who does it is taxing himself for 
his youth in terms of hard financial losses, 
By James J. Davis, Secretary of Labor. 
Monthly Labor Review, June, 1928, p, 
1095 :6. 


Libraries, Apprenticeship, Employee 


coOperative group, appreciative of each 
other’s problems. By H. E. Kenitz. Fac- 
tory and Industrial Management, July, 
1928, p. 61:3. 


Cutting Costs and Stabilizing Labor 


The principles of scientific management 
enunciated by Taylor and Emerson gave 
rise to a flock of efficiency men who were 
familiar with the conditions to which they 
attempted to apply these principles. In a 
similar way, industrial relations work was 
affected in its early days by a crop of 
theorists who did not understand the situ- 
ations with which they had to deal. 

The difference in performance between 
those employees who are interested and 
those who “just work for the company” 
offers a fertile field for cost reduction. If 
your foundry is not as desirable a place to 
work as are other plants in the community, 
you get workers whom others do not want. 
In order to obtain desirable employees, it 
is important that the conditions in the 
foundry be such that workers will want 
to work there. This requires attention to: 

1. Buildings and surroundings 
2. Machines 

3. Compensation 

4. Continuity of work 

5. Effective leadership 


For example, you are not likely to get 
an interested mechanic to take pride in his 
work unless he is provided with good equip- 
ment and with good working conditions. 
The Egyptians discovered this fact many 
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years ago when they tried to make the 
Israelites make bricks without straw. But, 
of the factors enumerated above, leader- 
ship is by far the most important. All the 
other factors combined will not make the 
plant a good place in which to work unless 
the leadership is good. 

Instruction requires a willingness to teach 
foremen the policies of the company, as 
well as to furnish them with cost figures. 
It is manifestly unfair to hold foremen re- 
sponsible for production and quality with- 
out showing them the reason why produc- 
tion quality and standards have been set. 
However, Mr. Lynch added a warning that 
if a company once starts giving out its costs, 
it must do so unreservedly. 

In the Fall of 1927, the Ohio Brass Com- 
pany held a series of eight classes on com- 
pany time. These were held monthly and 
were addressed by different department 
heads. At the class addressed by the cost 


Benefit Systems and Incentives: 


manager, the foremen were given not only 
factory costs, but selling costs and selling 
prices. These classes for the foremen have 
been supplemented by taking small groups 
through the plant in order that they may see 
the relation between their own work and 
the work done in other departments. The 
number of employees is about one thousand. 

The general question of training is closely 
allied to the problem of overcoming mon- 
otony. It is part of management’s job to 
show the worker why the sub-division of 
labor is necessary and why mass production 
benefits him as an individual. Part of the 
dislike for routine jobs may be overcome 
by pointing out that sub-division of labor 
and mass production are the necessary prod- 
uct of competition and that without them 
the standard of living that each worker 
enjoys would be impossible. By A. D. 
Lynch. American Foundrymen’s Associa- 
tion, May, 1928. 


Group Insurance, Pensions, Vacations, 


Profit Sharing, Wage Plans, Suggestions, Stock Ownership 


Pay the Worker to Think 
The assistant works manager of the 
American Schaeffer and Budenberg Cor- 
poration describes an enlightened and effec- 
tive plan of stimulating and rewarding 


workers’ suggestions for betterments. By 
Joseph M. Schappert. Factory and Indus- 
trial Management, June, 1928, p. 1202:3. 


Suggestion Systems Compared 

Quantitative data were obtained relat- 
ing to the operation of employees’ sugges- 
tion systems in 26 concerns, mainly manu- 
facturing. These show very wide varia- 
tions in numbers of suggestions obtained 
per thousand employees, and much smaller 
differences in percentage adopted (median 
between 23 per cent and 25 per cent). 
Usually the wards are rather small ($10 
or less). Problems of making such statis- 
tics more illuminating, especially by inter- 
plant comparisons are discussed. By Z. 


Clark Dickinson. The Personnel Journal, 
June, 1928, p. 12:6. 


The Present Status and Trend of 
Industrial Pensions 


Leading employers in nearly all the 
employing groups in America have made 
substantial progress in devising and 
operating pension retirement systems 
for their employees. 

One of the outstanding recent devel- 
opments is the growing appreciation of the 
ultimate high cost of pensions. There 


has been more careful analysis of pen- 
sion costs in an effort to curtail expendi- 
tures. In the re-casting of pension sys- 
tems now under way, the fixing of maxi- 
mum limits on pension payments is receiv- 
ing favorable consideration. 

Deeper appreciation of the moral obliga- 
tion to employees involved in the estab- 
lishment of a pension plan, has brought 
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consideration of the advisability of en- 
tirely separating the pension fund from 
the company’s assets, and of placing it in 
the hands of trustees for investment out- 
side the business, and for disbursement ac- 
cording to the regulations. 

The trend towards joint contributory 
pensions, the effort to eliminate unreason- 
able pension allowance, to bring costs with- 
in range of definite calculation, to fund the 
accrued liability, to set reserves aside an- 
nually against the pension credits earned 
during the year, and the present interest 


in trust funds, all suggest that the indus- 
trial pension movement has reached a peri- 
od of reconstruction. 

There seems to be no reason, however, 
to anticipate a wholesale abandonment of 
plans or a general breakdown of the in- 
dustrial pension movement. It was jn- 
evitable that this new type of insurance 
should pass through a trial-and-error period 
as all new movements do. By Arthur H. 
Young. The Service Letter on Industrial 
Relations, National Industrial Conference 
Board, Inc., July 5, 1928, p. 1:3. 


Labor Relations: Collective Bargaining, Employee Representation, 


Arbitration 


A Summer in the Ford Works 
Personal experiences and observations of 
a member of the Yale Industrial Research 
Group while a worker in the plants of the 
Ford Motor Company. Part I treats of 


how the workmen are handled: Source of 
supply, provision for adjustment, minimum 
wage and rate of increase, vacation and 
layoffs, education and training, welfare 
work, attitude toward unionism, and per- 
sonality in industry. This last topic in- 
cludes speed, repetition, and contact between 
labor and management. Part II describes 
how a Ford worker lives: his factory life, 
home life, cultural life and recreational life. 
By Chen-nan Li. The Personnel Journal, 
June, 1928, p. 18:12. 


British Trade Disputes and Trade 
Unions Act 

The Trade Disputes and Trade Unions 
Act of 1927 has produced the greatest 
clash and deep ill-feeling between the Con- 
servative and the Labor parties of Great 
Britain. Labor has pledged itself to re- 
peal the act when it secures power. 


As is well known to students of labor 
problems, Great Britain had developed the 
least restrictive policy in respect to indus- 
trial relations and had given labor oppor- 
tunity for independent political action. As 


applied in the industrial field, the policy has 
been described as giving workers and em- 
ployers freedom to organize and “a free 
hand for a fair fight.” In no country, 
save perhaps in Mexico, have labor or- 
ganizations during the last twenty years 
been placed under fewer legislative re- 
strictions. 

The new legislation changes this situa- 
tion in several respects: (1) by placing 
restrictions upon the right to strike and to 
lock out; (2) by restricting “picketing”; 
(3) by striking at the financial support of 
the political activities of labor; (4) by re- 
quiring the organizations of civil servants 
to remain out of other trade unions and 
the labor party, and to keep out of poli- 
tics; (5) by limiting pro-labor local gov- 
ernments and other public authorities. 

The act is based upon four main prin- 
ciples: (1) A general strike is illegal, 
and no man shall be penalized for refusing 
to take part in it. (2) Intimidation is 
illegal. No man shall be compelled by 
threats to cease work against his will. 
(3) No person shall be compelled to sub- 
scribe to the funds of a political party un- 
less he so desires. (4) Any person enter- 
ing the established civil service of the 
Crown owes an undivided allegiance to the 
state. By H. A. Millis. The Journal of 
Political Economy, June, 1928, p. 305:25. 
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Shop Organization: 
Waste 


New Machines for Old? 
A mathematical study of obsolescence. 
By Ralph M. Barnes. Factory and Indus- 
trial Management, June, 1928, p. 1188:2. 


Color Schemes for Pipes 

The American Engineering Standards 
Committee, sponsored by a number of na- 
tional engineering societies, has attempted 
to devise a set of standards for identifica- 
tion of piping throughout a plant. They 
recommended a color scheme to distinguish 
the material carried in pipes, using five 
main classifications, the details to be 
worked out as suits the individual plant. 
All material carried in pipes has been classi- 


Planning, Methods, Job Analysis, Standardization, 


fied as follows: Safe, dangerous, protec- 
tive, extra valuable and fire protection. A 
system whereby pipes carrying safe ma- 
terials are painted green, gray or white, 
dangerous materials are painted yellow or 
orange, valuable, deep purple, and so forth, 
would minimize confusion in repair work, 
in training new workers, and in emergencies. 
The protection afforded is the main point, 
but the saving of time and temper in 
plants having elaborate piping systems is 
not to be overlooked. The advantage of 
a standard color scheme for fences, build- 
ing, etc., is further recommended as eco- 
nomical and distinctive. By Eugene Cald- 
well. Industrial Power, May, 1928, p. 
49 :12. 


Rate Setting: Operation Study, Time Study, Motion Study 


Training the Time Study Engineer 


The industrial engineer of Wilson and 
Company describes methods of improving 
work which in one case increased worker’s 
efficiency 30 per cent, employee’s earnings 
12.2 per cent and reduced unit labor costs 
23.2 per cent. By Walter C. Hasselhorn. 
Manufacturing Industries, May, 1928, p. 
49 :4. 


Wage Incentive, Time Study and 
Increased Production 

It has been estimated from records cov- 
ering a period of twenty-two years that 
the ordinary day worker is forty-one and 
a half per cent efficient, that the average 
piece worker is seventy-six per cent effi- 
cient, while the bonus worker is ninety- 
five to one hundred ten per cent efficient. 
In the installation of a system of this kind 
it is essential to develop a good time-study 


crew, and the chief must be a man of 
broad experience. The time-study depart- 
ment can either delay or expedite work by 
their promptness in answering requests for 


time studies. A foreman notifies the time- 
study department that a job is ready for 
time study. This means that he has the 
tools, jigs, fixtures, etc., as listed on his 
operation sheet and a man available to 
make the set-up. This notice is listed and 
when a time-study observer calls in that 
he has finished a job he is given the next 
on the list. A record is kept of the studies 
made and of the per cent of efficiency 
reached by the operator on these studies. 
The time-study department is paid a bonus 
on their work based on what these figures 
show. Black and White, May, 1928, 
p. 32:3. 


Smoothing the Wrinkles from 
Management 


The fundamental principles and practical 
methods of using time studies in the vari- 
ous functions of a business are presented, 
together with the place in industry of time 
measurement and job analysis as a tool of 


management. Such phases of the subject 
are covered as principles of unit times, 
the crime of improper time study, illus- 
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tration of fixing time standards in a shoe 
shop, time standards in production control, 
effect of lack of time standards in planning 
production, co-ordinating number of oper- 
atives with production, importance of time 


Research and Experiment 


The Techniques of Educational 
Research 

This bulletin is designed to assist the 
reader in understanding the techniques of 
educational research. A chapter is devoted 
to each of the four steps or phases of re- 
search: the formulation and definition of 
the problem; the collection of the data; 
the analysis, organization, and summary of 
the data; the determining of the conclu- 
sions. Each of these chapters begins with 


study in fixing sales prices, rules for time 
study, accuracy of time study and meas- 
ured production as essential to progress, 
By Sanford E. Thompson. The Annals of 
the American Academy of Political and 
Social Science, May, 1928, p. 89:18. 


a brief exposition of the phase of educa- 
tional research in question. This is fol- 
lowed by a list of references to reports 
that furnish illustrations of the techniques 
employed by the investigators. Each re- 
ference is accompanied by an annotation 
that describes the technique briefly. In 
addition, there is a carefully selected 
bibliography. The final chapter is devoted 
to “reporting educational research.” By 
Walter S. Monroe and Max D. Engel- 
hart. University of Illinois Bulletin, 
January 10, 1928. 84 pages. 


MARKETING MANAGEMENT 


Super-Stimulated Sales and the 
Satisfaction Point 


While there is no such thing as a 
definite saturation point for articles of 
wealth, there is what may be called a satis- 
faction point. That is, when any partic- 
ular thing has been so distributed that the 
average man is fairly contented with his 
share and no longer feels a strong urge to 
obtain more of it, a satisfaction point for 
that article has been reached. Production 
of an article beyond the satisfaction point 


must depend on replacements, new sales 
due to population growth, and such more 
or less artificial stimulants as the sales 
force can devise. It is obvious that a cru- 
cial point in production comes at the 
transition period which occurs when the 
satisfaction point is reached. 

It would seem that instalment selling 
is still an open question. Before it is 


completely tested it must withstand a na- 
tion-wide depression. But instalment sales, 
especially in the sale of automobiles, the 
chief beneficiary from instalment selling, 
have accelerated the approach to the sat- 
isfaction point. If this occurred in 1926 
as seems probable, the 1927 automobile 
production is to be accounted for by re- 
placements and by the normal number of 
new owners. 

The important effect of “easy-payment” 
sales that has apparently been overlooked 
is this: Widespread instalment sales 
greatly accelerate the progressive distribu- 
tion of goods from the status of rare to 
general use, and they stimulate the ap- 
proach to the satisfaction point. In no 
way can partial-payment purchasing create 
wider distribution at the satisfaction point. 
There may be some gain from instalment 
selling due to a general speeding up of 
production and invention. This may be 
somewhat offset by financing costs. Our 
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most recent merchandising method has 
created the problem of adjusting the manu- 
facture of many articles to a replacement 
plus normal new owner basis. By E. C. 
Harwood. The Annalist, July 6, 1928, 
p. 10:1. 


Market Research 

Compared with America, the problems of 
management in British industry are very 
different and far less simple. They have to 
do with a greater variety of heterogen- 
eous markets, each much smaller than that 
of the United States. 

Market research is defined as the func- 
tion of organizing and maintaining market 
information. The purposes served by mar- 
ket research are: 


1. To discover and measure potentiali- 
ties of increased consumption of the par- 
ticular group of products. 


2. To discover and describe the char- 
acteristics of what the consumers will buy, 
so that output, design, quality and price 
can be modified with advantage in sales. 

3. To discover and describe new wants 
which new products can supply; or to fur- 
nish materials for planning the sale of 
new products conceived. 

4. To establish standards by which the 
sales of the concern can be critically 
judged, in order to prove the necessity for 
improvements in general efficiency. 

5. To establish standards by which sales 
manager and salesman can be judged for, 
and helped to improve, their efficiencies. 


6. To discover and measure relative 
weaknesses in sales by territories, their 
causes and remedies. 


7. To examine and compare different 
sales methods, in order to promote contin- 
uous progressiveness with the least specu- 
lative expenditure of money and time. 


8. To examine into the real merits of 
advertising media, methods and services 
for the particular purposes of the concern. 


Advertising, involving enormous sums, is 
being employed, with a great proportion 
of waste, simply because knowledge of 
large numbers of consumers is not avail- 
able, or the real value of media. 

9. To furnish comparisons, lacking both 
prepossession or prejudice, between the 
concern and its competitors, as to every 
point which is material to sales—that is, 
every point of policy which affects con- 
sumers or distributors favorably or unfa- 
vorably. By A. L. McCredie, B.A., B.Sc., 
F.R.B.A. Twenty-Fifth Lecture Confer- 
ence for Works Directors, Managers, etc., 
held at Balliol College, Oxford, England, 
September 29 to October 3, 1927, p. 42:4. 


The Wholesaler’s Function 

In an address to the Convention of the 
National Retail Grocers’ Association we 
are told that the chain stores buy direct 
from the manufacturer, thus eliminating 
the wholesaler’s profit. But how can they 
fulfill the function of the wholesaler with- 
out the wholesaler’s costs, and having the 
costs, how can they make a return on 
capital invested unless they take a profit? 
They also claim that their low buying cost 
is due to group buying. But what is a 
wholesaler but a group buyer? As to the 
cash-and-carry plan which is said to ac- 
complish great saving, research by the Na- 
tional Wholesale Grocers’ Association has 
shown that telephone, charge and delivery 
cost less than cash-and-carry. The chain 
store issue does not lie between two classes 
of retailers; it lies between the chain store 
and society. The great secret of grocery 
chain store success has been due to ele- 
vating the standard of cleanliness and or- 
derliness. 


The new factor which is now coming 
into existence in this situation is the force 
of consumer organization. There are over 
10,000 organizations of sellers in the United 
States. There has recently been organized 
the first buyers’ organization, called The 
Consumers’ Guild. By E. C. Riegel. The 
Consumer, June, 1928, p. 11:3. 
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Why Not a Regular Inventory of 
Advertising and Sales Practices? 
The New England Confectionery Com- 
pany has found that a periodic appraisal 
of merchandising policies is as important 
as regular merchandise inventories. For 
example, they have found that the prem- 
ium plan eats into profits; offering prizes 
for jobbers’ salesmen is another idea that 
has come under the ban; excessive promo- 
tional work also consumes profits; the 


subject of rebates is likewise open to an- 
alysis and measurement. Perhaps the most 
abused sales practice of the present hour 
is the widespread indifference by both 
buyers and sellers to terms of sale. 

Consolidated sales estimates are a great 
help to the factory in planning production. 
Budgets provide a means for those in the 
organization to present their ideas in a 
tangible form to their superiors. This 
was a practice to which the men had to 
be educated, as it was a different opera- 
tion than holding a post-mortem over 
what had already happened. By Horace 
S. Ridley. Printers’ Ink, June 21, 1928, 
p. 3:3. 


Big Business Now Sweeps Retail Trade 

Yesterday was the age of mass produc- 
tion. Now comes the age of mass dis- 
One-third of the grocery busi- 
ness of the nation has already been 
wrested from the independent grocer 
around the corner and is now in the hands 
of great corporations of chain stores. The 
same process has swept through other 
branches of retail trade. Drug and shoe 
stores, restaurants, candy, clothing, gen- 
eral merchandise shops have been caught 
up in the tide of amalgamation. Out of 
every dollar spent in retail stores today, 
17 cents goes into the treasury of chain 
corporations. 


tribution. 


For generations the best minds of the 
nation have been intent on perfecting our 
system of production; now the brains of 
American industry are concentrated on 
perfecting our system of distribution. 

Competition is no longer between chain 
stores and independents, but between the 
chains themselves. As logic and necessity 
produced the chain, they now forecast the 
chain of chains. By Evans Clark. The 
New York Times, Sunday, July 8, Section 
9 p: bel. 


Sales Promotion: Letters, House Organs, Advertising 


Why the Imperial Sales Convention 
Clicked 


The Imperial Candy Company wished 
to prove to their salesmen the necessity of 
paying strict attention at a sales conven- 
tion. In order to show that they were not 


using to the fullest extent the facts which 
the company was sending them in weekly 
bulletins, a series of three questionnaires 
was mailed to all the men a few weeks 
prior to a sales convention. Even the best 
men were unable to answer many of the 
questions regarding the company’s sales 
policies, products, manufacturing processes, 
advertising and selling prices. The small 


percentage of questions which the men 
could answer proved to them that they 


had much to learn, and it followed that 
the convention was the best in the com- 
pany’s history. By Mandus E. Bridston. 
Sales Management & Advertisers’ Week- 
ly, June 9, 1928, p. 973 :2. 


Can Airplanes Earn Their Salt in Sales 
Work? 

The use of airplanes in the sales depart- 
ment of a dozen prominent companies is 
cited. It is predicted that the time is near 
when every modern sales organization will 
own at least one airplane. The costs of 
operating average as low as five cents a 
mile, including the salary of pilots. By 
John L. Scott. Sales Management & Ad- 
vertisers’ Weekly, June 9, 1928, p. 965:4. 
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The Selling Power of Understatement 

Several incidents are related which 
bring out the principle that exaggeration 
in advertising and selling usually does 
little more than to foster unbelief. In 
these days of high-pressure selling and 
super-advertising, understatement still re- 
mains a powerful sales promotion factor. 
Understatement is not an easy selling tool 
to handle, but one that requires expert 
salesmanship. The result, however, is a 
more stable business. By Jas. A. Wor- 
sham. Printers’ Ink, May 24, 1928, p. 
$33. 


The Static Strut 
The cost of radio advertising is heavy— 
too heavy considering the value received. 


Salesmen: 


Nine Ways to Cut the High Cost of 
Unproductive Calls 


These nine ways are: 
men a real reason for asking for the 


1. Give your 


order. 2. If you haven’t a real reason 


why, eliminate that particular prospect 


from your list. 3. Use mail or telephone 


to eliminate all but your logical prospects. 
4. Get as much information as possible 
about all your prospects in advance of 


your calls. Have salesmen work by 


trades, groups, or by the endless chain 
method. 6. Get to see the man or men 
who can buy. 7. Eliminate hope from the 
salesmen’s vocabulary. 8. Train your 
salesmen in the one call method. 9. Make 
each call a separate call in itself. By W. 
L. Barnhart. Printers’ Ink, June 28, 1928, 
p. 3:4. 


Merit System for Salesmen X-Rays 
Results 


A plan which serves as an automatic slid- 
ing quota system, encourages all salesmen 
to push the entire line, and introduces a 
novel method of appraising the value of 


If a list of the radio advertisers who were 
active last year be compared with a list of 
those who are air-advertising this year, the 
“repeaters” will be found to be exceedingly 
rare. This does not mean that radio ad- 
vertising cannot be made to pay or that it 
never does pay. But radio advertising 
cannot, the author predicts, ever displace 
or even profitably supplement established, 
ethical advertising methods. 

Where and when will radio advertising 
reach its peak? That is very difficult to 
predict, but it appears to be growing too 
fast, over-reaching, growing out of hon- 
est proportions. At the present rate of 
growth it will eventually defeat itself. 
By Harry Botsford. Barron’s, June 18, 
1928,. p. 11:1. 


Selection, Training, Compensation 


different salesmen, is employed by Far- 
rand, Williams and Clark, wholesale drug- 
gists. They got a new picture of the value 
of their salesmen when they inaugurated 
the system for checking each man’s sales 
against sales of the entire organization. 
They found that men who had run up 
high volume and were looked upon as top- 
notchers were not as profitable as other 
men whose volume was lower but who had 
scored higher in selling the line as a whole. 
Under the new system the order takers 
are shown up for what they are and the 
real salesmen are given credit for results 
which were formerly underestimated in 
many cases. By D. G. Baird. Sales 
Management & Advertisers’ Weekly, 
June 23, 1928, p. 1097:3. 


New Sales Tactics Gave Us the Jump 
on Competition 

The P. J. Rubey Company, a wholesale 
tobacco house, gave all their salesmen a 
course in public speaking in order to teach 
them to think on their feet, and to talk 
more clearly and convincingly. Until a 
few years ago a cigar salesman needed 
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only to call on his trade and take orders, 
but now larger advertising expenditures 
and pressure in selling have brought about 
a competitive situation which the oldtime 
cigar salesman is unable to meet. As all 
the salesmen taking these lessons in speak- 
ing are turning in bigger volume of sales 
than they did last year, there is nothing 
else to which this gain can be attributed, 
especially in view of the present business 
situation. By Charles A. Rubey. Sales 
Management & Advertisers’ Weekly, June 
23, 1928, p. 1107:3. 


Buying Super-Salesmen at Bargain 
Prices 
One sales manager discovered that age, 
lack of experience or failure in other 


lines does not prevent a man from becom- 
ing a successful salesman. Several in- 
stances proving this are described. These 
men are selling goods in an important way 
and in the meanwhile the company is rep- 
resented by scholars, gentlemen of im- 
portance, dignified representatives. The 
tone of the business has been elevated. It 
has been easy for these men to get in to 
see prospects where salesmen with less 
poise and background might have been 
thwarted. There is an absence of small 
orders and picayune contacts. Such men 
as these are likely to be a little difficult to 
find and they demand encouragement, but 
once they strike their stride, they make 
the best salesmen of all. By a Sales 
Manager. Printers’ Ink, June 21, 1928, 
p. 174:3. 


Publications of the League of Nations 


Available from The World Peace Foundation (Agent), 40 Mount Ver- 


non Street, Boston, Mass. 


Memorandum on Coal. Vol. I. Inter- 
national Economic Conference, Geneva, 
May, 1927. 75 pages. 60 cents. 

Memorandum on Coal. Vol. II. Inter- 
national Economic Conference, Geneva, 
May, 1927. 56 pages. 50 cents. 

Report on the Ejight-Hours Day or 
Forty-eight Hours Week. Prepared 
by the Organizing Committee for the 
International Labour Conference, 
Washington, 1919. 156 pages. 

Hours of Labour in Industry—United 
States. International Labour Offfice, 
Geneva, 1925. 120 pages. 50 cents. 

Hours of Labour in Industry—Great 
Britain. International Labour Office, 
Geneva, October, 1922. 31 pages. 20 
cents. 

Hours of Labour in Industry—Czecho- 
slovak Republic. International La- 
bour Office, Geneva, 1924. 46 pages. 
20 cents. 


Hours of Labour in Industry—Nether- 
lands. International Labour Office, 
Geneva, December, 1923. 31 pages. 
20 cents. 

Hours of Labour in Industry—Switzer- 
land. International Labour Office, 
Geneva, November, 1923. 26 pages. 
20 cents. 

Hours of Labour in Industry—lItaly. 
International Labour Office, Geneva, 
November, 1923. 34 pages. 20 cents. 

Minimum Wage-Fixing Machinery. In- 
ternational Labour Office, Geneva, 
1927. 155 pages. 60 cents. 

Wage Changes in Various Countries— 
1914 to 1925. International Labour 
Office, Geneva, 1926. 143 pages. 60 


cents. 


Wage Changes in Various Countries— 
1914 to 1922. International Labour 
Office, Geneva, June, 1923. 87 pages. 
40 cents. 
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Wage Changes in Various Countries— 
1914-1921. International Labour Of- 
fice, Geneva, July, 1922. 76 pages. 40 
cents. 

Memorandum on Balance of Payments 
and Foreign Trade Balances.—1911- 
1925. Vol. I. (Balance of Payments 
and Review of World Trade.) League 
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of Nations, Geneva, 1926. 239 pages. 
$1.25. 

Memorandum on Balance of Payments 
and Foreign Trade Balances—1911- 


1925. Vol. II. (Trade Statistics of 
Sixty-three Countries.) League of 
Nations, Geneva, 1927. 812 pages. 
$5.00. 
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The Automobile Industry: Its Econom- 
ic and Commercial Development. By 


Ralph C. Epstein, Ph.D. A. W. 
Shaw, Chicago, 1928. 412 pages. 
$4.00. 


Despite the ubiquity of its product and 
the general recognition of the great size 
and importance of the industry itself, there 
is very little literature on the automobile 
industry. Two worthwhile books have ap- 
peared this year, however, one on the 
“Financial History of the Automobile In- 
dustry,” by Professor Seltzer of the Col- 
lege of the City of Detroit; the other, the 
subject of the present review, by Professor 
Epstein of the University of Buffalo. 

The main topics covered by Professor 
Epstein’s book are the mechanical develop- 
ment of the motor car and the evolution of 
mass production, the nature and causes of 
the growth of the automobile market, meth- 
ods of market distribution, the rise and fall 
of firms in the industry, and the recent 
stabilization of demand. The discussion of 
other subjects, such, for example, as the 
course of earnings of some of the auto- 
mobile companies, and the large degree of 
which owner management has prevailed in 
the industry, serves chiefly to illuminate 
these main themes. 

The book is a distinct contribution to 
knowledge of the automobile industry. Be- 
cause of the scarcity of published material, 


the author was obliged to obtain most of 
his data from the field—“from companies, 
from individuals, and from trade associa- 
tions.” He has brought together, coordi- 
nated, and analyzed a large amount of new 
material; and has constructed a highly in- 
teresting picture of the evolution during a 
single generation of the automobile indus- 
try from the workshop stage to its present 
great size and highly developed manufac- 
turing methods. 


It is impossible within the limits of the 
present review to give a comprehensive de- 
scription of the book. It is not merely a 
narrative history, for it is primarily a piece 
of economic analysis, a seeking of the causes 
of developments and a consideration of the 
implications for the future of what has 
taken place in the past. And withal, the 
volume is decidedly readable, a thing that 
is due in no small part to its clear, un- 
affected style. For the automobile man, 
and perhaps for the general reader as well, 
the most interesting chapter will probably 
prove to be the final one, on “Market Stab- 
ilization and Industrial Maturity.” In this 
chapter the author deals with the replace- 
ment demand, the relation between new car 
and used car markets, the export market, 
and the importance of marketing policy. 
Some of the conclusions stated in this 
chapter are that the apparent stabilization 
of demand witnessed in the past few years 
is not likely to be followed by any marked 
permanent decline, largely because of the 
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growth of replacement demand; that in 
spite of favoring conditions of demand that 
are set forth at some length, “it seems 
clear that with the general maturity of the 
industry which has now come about, the 
bonanza days of huge profits have disap- 
peared save for a very few producers,” 
but that “it seems equally patent that whole- 
sale disaster in no way confronts the in- 
dustry as is often alleged” ; that the industry 
is not “nearly so ‘overcapacitated’ as many 
fear is the case” and that “the view that 
‘cut-throat’ competition and thus wide- 
spread failures lie ahead therefore seems 
quite unfounded.” 

For the Missourian reader, the author 
has carefully indicated the sources of his 
data (except such data as were “imparted 
in confidence”) and has put in an appendix 
the supporting figures for all charts, of 
which, by the way, there are fifty-two scat- 
tered through the volume. 

And finally, by way of advertisement, it 
may be said that Professor Epstein prom- 
ises a companion volume now in prepara- 
tion which “will deal more fully with the 
history and problems of mechanical inven- 
tion and factory organization,” subjects 
that are treated in the present book only 
as a background for the proper understand- 
ing of market and financial developments. 
F. Lestre Hayrorp, Economic Statistician, 

General Motors Corporation. 





Postponing Strikes.. By Ben M. Selek- 
man. Russell Sage Foundation, New 
York, 1927. 405 pages. $2.50. 

No other pieces of legislation in the 
Canadian statutes have attracted so much 
attention in other countries as have the 
Anti-Dumping Clause in the Customs Tar- 
iff Act and the Industrial Disputes Investi- 
gation Act of 1907. Of these the latter 
has probably become more widely known. 
It has been made the occasion of contro- 
versy in several countries and has come to 
be a distinct type in the field of legisla- 
tion regarding industrial disputes. 


In consequence of this a large number 
of studies have been made of the operation 
of the Act from the time of its inception 
down to its latest phases. Most of these 
studies, althought not all of them, have 
been made by investigators from the United 
States. 

The value of Mr. Selekman’s study is 
that he approaches the subject as far as 
possible without preconceived ideas: or 
perhaps it would be more accurate to say 
that before making his detailed study he 
was sufficiently familiar with the ground 
to avoid the assumptions which many other 
investigators had made. The Industrial 
Disputes Investigation Act has always 
been described as a unique piece of legis- 
lation combining compulsory investigation 
with a voluntary award. Those who have 
been familiar with the working of the Act, 
however, have long recognized that the 
unique features of the statute were among 
the least important in results. At first 
glance the principle of the legislation, that 
an investigation by a bi-partisan board with 
an impartial chairman should precede any 
strike or lock-out, seems admirably con- 
ceived. As, however, Mr. Selekman points 
out, the Act in this respect has never been 
rigorously enforced, nor, as has been ad- 
mitted by its author and those charged 
with its administration, could it be en- 
forced. In other words, the very feature 
which has attracted most attention in for- 
eign countries is the feature which has 
worked most inadequately in practice. 

These facts are well recognized by the 
writer of this comprehensive study, and 
more clearly than any other investigator 
he has seen how much depended on the pre- 
cedents set up in the early administration 
of the Act. It is not unfair to say that 


the successful record credited to the Act 
is as much the result of the procedure 
established by Dr. Adam Shortt, who 
served as chairman of eleven boards dur- 
ing the first two years of the Act, as to 
the ingenuity of Mr. Mackenzie King who 
drafted the legislation. Dr. Shortt saw 
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at the beginning that the Act was essen- 
tially a conciliation measure, that the 
Board could not function successfully with 
anything approaching court procedure nor 
could it safely assume functions of arbi- 
tration. He laid down certain principles 
of informal procedure and ruled out suc- 
cessfully the legal technicalities which were 
raised in the very first important case; he 
saw that the success of the measure would 
be in inverse proportion to the number of 
minority reports made by members of 
boards. In consequence, from first to last 
strenuous efforts have been made to reach 
agreements rather than simply to come to 
decision. It is interesting to note that this 
procedure in some respects runs counter 
to the apparent principle of the act in that 
the Act depends largely on public opinion 
to enforce the decisions of boards. Dr. 
Shortt, however, and his successors took 
the view that there must be no decision, 
there should be an agreement, and in con- 
sequence, the findings of boards have on 
the whole been attended with very little 
publicity. It is one of the chief values of 
Mr. Selekman’s work that he has recog- 
nized the great significance of the proced- 
ure laid down in the years immediately 
following the enactment of the legislation. 

An important section of the book deals 
with the attitude of Labor and of the en- 
ployers toward the act. There is noted the 
almost continuous disapproval of Canadian 
Labor up to 1918 and thereafter a period 
of growing approval of the measure. The 
explanation for this change of heart the 
author finds in the changed attitude of the 
Government toward Organized Labor fol- 
lowing the appointment of a trade-union 
man, Senator G. D. Robertson, to the post 
of Minister of Labor in the previous year. 
Added to these are the economic factors 
which have in later years forced labor into 
a defensive position and so made it readier 
to accept the help of legislation. 

A most valuable part of the present 
study is found in the careful and judicious 
conclusions which the writer reaches as 


to the significance of Canadian experience 
for the United States. He points out that 
the significant feature of the Canadian Act 
is not compulsion but conciliation, that in- 
sofar as it is compulsory it has failed— 
failed because compulsion presupposes an 
industrial code, whereas there exists no 
code on the basis of which wage and other 
disputes can be adjudicated. 


The question is raised as to whether it 
might not be better to drop the compul- 
sory features from the Act altogether since 
they are not and connot be enforced. There 
is, however, an argument for leaving them 
as they are, for undoubtedly they have been 
of some importance in creating a public 
opinion in favor of conciliation. It was 
the intention of the legislators that pub- 
lic opinion should force the acceptance of 
an award. The most important function 
of public opinion has, however, actually 
been to prevent violations of the Anti- 
Strike Clause since the party which in- 
itiated a strike or lock-out was likely to 
suffer in the eyes of the public. 

Mr. Selekman has written the most com- 
prehensive and sympathetic study of the 
Industrial Disputes Investigation Act 
which has up to the present appeared; he 
has covered a period which has not been 
covered in its entirety by any other inves- 
tigator and has brought to bear on the sub- 
ject judgment which impresses the reader 
as wholly admirable. His book is much the 
most balanced study that has appeared. 

W. A. MacxintosH, Director, 
Queens University. 





The Problem of Vocational Guidance. 
By George E. Myers. Macmillan, New 
York, 1927. 311 pages. 

One of the most serious questions facing 
industry today is that of finding the proper 
niche for the individual worker and shap- 
ing him to fit it. 

The seriousness of the problem has been 
recognized by business men for a great 
many years. It is only recently, however, 
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that our schools have begun to realize that 
there is more in education than a thin 
coating of literature and dead languages. 
Opposition on the part of many school 
teachers to anything that savors of the 
practical has greatly prejudiced our busi- 
ness men against the teaching profession 
so that they have come to regard with 
suspicion, any attempts upon the part of 
our schools towards business training, as 
being the efforts of impractical theorists. 

Of late, however, school authorities have 
shown a decided interest in the waste in- 
volved in the “hit and miss” method of 
education. Among these is Professor 
Myers. In writing the book under dis- 
cussion he exhibits a thorough theoretical 
knowledge of his subject, together with a 
realization of its practical limitations. In 
addition to a careful analysis of the situa- 
tion he offers a practical solution which 
may be used with advantage by every pub- 
lic school in the country. 

Starting out with a careful exposition of 
the waste in industry, caused by the in- 
efficiency of our present methods of fitting 
the worker to the job, the responsibility 
for the condition is placed directly upon 
the shoulders of our public school system. 
At the same time, there is pointed out the 
very definite responsibility of the various 
civic and social organizations; such as, 
Y. M. C. A., Y. W. C. A., Rotary Clubs, 
Chambers of Commerce, etc. 

After clearly showing the evils of our 
present condition, Professor Myers de- 
scribes certain representative vocational 
training plans now in existence and ex- 
plains their strong points as well as their 
weaknesses. There is brought out, in par- 
ticular, the necessity of courses in occupa- 
tional information for students above the 
sixth grade and the importance of making 
such courses compulsory, and under the 
supervision of trained teachers. 

The average business man will be pleased 
to read Professor Myers’ criticism of the 
inefficient handling of occupational infor- 
mation on the part of so many poorly 


prepared or uninterested teachers; and, in 
this connection, I cannot refrain from sug- 
gesting that one of the most important 
problems in vocational guidance is the se- 
lection of efficient teachers, and the elimi- 
nation of those instructors who enter the 
educational field without any real interest 
or aptitude and under the sole incentive of 
a long summer vacation. 


A considerable part of the book is de- 
voted to what Professor Myers terms “Ex- 
ploratory Experience.” By this term is 
meant “try-out” courses in manual arts, 
agricultural training, bookkeeping, etc, 
for the purpose of discovering the apti- 
tudes of the student. There is also pointed 
out the necessity of continued checking of 
the results of these courses to make cer- 
tain that they are actually giving the re- 
sults desired. Some attention is also given 
to the subject of co-operative part time 
courses. 

A great deal of emphasis is placed upon 
the necessity of treating the student as an 
individual and not merely as part of a 
group, and a very complete description is 
given of the desirable methods to use in 
the analysis and guidance of the individual. 
This part of the book can be used to ad- 
vantage not only by teachers but also by 
business men. 

The system described by the author 
includes the use of the personal interview, 
self-analysis blanks, performance records, 
ratings; and, last but not least, the use of 
standardized tests. In this connection, the 
author points out the weaknesses of ratings 
and other subjective criteria and emphasizes 
the desirability of tests, scientifically pre- 
pared, for the purpose of discovering the 
outstanding abilities, likes and dislikes of 
the individual. At the same time, in spite 
of his predilection for tests, Professor 
Myers does not fail to point out their 
weaknesses and to caution against a too 
complete confidence in their results. The 
use of clubs in which those with similar 
interests may find educative companionship, 
is also discussed and a list of over 50 dif- 
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ferent types of clubs is given as a slight 
indication of the variety of interests which 
may be reached in this matter. 

The necessity of a vocational guidance 
plan that is comprehensive is stressed 
throughout, Professor Myers emphasizing 
the certain inefficiency of any plan that 
does not include analysis of both the indi- 
vidual and the job, placement of the right 
individual in the right job and a continu- 
ance of interest in the individual for a 
considerable time after placement is made. 

It is manifestly impossible to cover com- 
pletely a subject as intricate as that of 
vocational guidance in the 305 pages of 
this book, nor does the author make any 
pretence of so doing. He has, however, 
set forth very clearly the need of voca- 
tional guidance, and has outlined what 
seems to be a very efficient program. In 
his lists of references, appearing at the 
end of each chapter, Professor Myers has 
furnished a rather complete bibliography 
of the subject, which goes a long way in 
filling the spaces left blank by what is 
possibly too brief an exposition of the 
question. 

E. D. Bartiett, Director, 
Office Personnel, 
The Atlantic Refining Company. 





Time and Motion Study and Formulas 
for Wage Incentives. By Stewart M. 
Lowry, Harold B. Maynard, and G. J. 
Stegemerten. McGraw-Hill, New York, 
1927. 377 pages. $4.00. 

So much literature has appeared on the 
subject of time study, motion study and 
wage incentives, that to a student of this 
subject it would appear that very little new 
information could be obptained from addi- 
tional books that might be written. The 
authors of “Time and Motion Study and 
Formulas for Wage Incentives” have 
shown that there is still much to be learned 
on this important division of scientific 
management. This book is designed to fill 
a dual purpose; as a text book for students 
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and a hand book for practical men. It 
is divided into three major sections: 
1. Methods of making a study 
2. Exposition of methods of construction 
of formulae 
3. Organization and supervision of time 
studies, formulae and wage payment 
work. 


Time and motion study as covered in this 
book is explained in the preface to be one 
inclusive subject, each part of which is 
worth little without considering every 
phase of it. Motion study is considered 
a feature of high grade analysis which pre- 
cedes the actual recording of watch read- 
ings. A brief history of management shows 
that the measurement of labor became a 
necessity through the development of trade 
practices where bartering became obsolete. 
The objective of measurement of labor 
covers the advantages that should accrue 
to labor. These statements cause many to 
question the generally prevalent talk that 
labor appreciates and recognizes the value 
of time study to its own welfare. While I 
agree on the alleged benefits to labor and 
believe that they actually do exist and 
are carried out by progressive and far see- 
ing employers, there are many evidences 
that labor does not recognize these benefits, 
even though they participate in them. There 
is also direct evidence that some classes of 
labor would suffer loss of economic stand- 
ing and perhaps income reduction if their 
work were accurately measured. These men 
are aware of this and therefore obviously 
do not agree in the benefits accredited to 
time and motion study. The development 
of time study is carried through three 
stages: 


1. The foreman sets time values. He 
knew “why” and “how” but knew lit- 
tle of the “how long.” 

2. Limit setters were used. They mis- 
trusted workers’ intentions and also 
their own ability to set rates accur- 
ately and they acted accordingly. 

3. Taylor’s work which leads up to our 
present stage of development in time 
and motion study. 
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“The average man” is defined in order 
to proceed with a discussion of motion 
study and time study so that each reader 
will have the same basis from which to 
consider the explanations given in the book. 
This “average man” is described as an em- 
ployee with sufficient experience to know 
the job thoroughly, physically fitted for the 
work, and mentally capable for the job. 
He produces 100 per cent compared to 
about 130 per cent for the skilled worker. 
No attempt was made to explain why all 
workers should not be nearer to the 130 
per cent production of the skilled worker 
through training processes advocated by 
some students of industrial efficiency. 


The elements of time study were well 
covered for the student. Very little is 
given, however, on motion study that 
should precede the taking of the actual 
stop watch readings. A very helpful ex- 
planation is given of the subject “analyzing 
the job.” It was very interesting to see 
the authors go into a discussion of jigs and 
fixtures. An attempt was made to give a 
general rule for the application of the 
fixtures of various types to the various 
classes of work. A summary of effective 
fixture usages and application was, how- 
ever, lacking and would be a real contribu- 
tion to the technique of job analysis. 

A great problem of time study to which 
all men in this work might give much 
thought, with the object of obtaining a 
solution, is set forth by the authors in their 
section on observations in the subsection— 
“Breaking the Job into Elements.” The 
following quotation is significant: “It is 
conceivable that considerable variation in 


- the methods of dividing jobs into their 


elements can exist. No fixed rule can be 
established which will define, exactly, to 
what extent jobs may be divided. Different 
jobs and different classes of work will de- 
mand different treatment. Even time study 
men will differ in opinion, especially when 
the point in question is one which calls for 
a more or less arbitrary decision.” As a 
matter of correction, there have been 
formulated definite divisions for operations 


and motions. They are being used by a 
number of engineers in industry. The prob- 
lem, therefore, remains as to how we time 
study proponents can still maintain the 
comparative simplicity of our work and 
also obtain the benefits of more highly de- 
veloped methods of analysis and observa- 
tion. A partial solution to this problem is 
advanced in the stated plan of dividing the 
job into elements of two classifications: 

1. The constants. 

2. The variables. 

This appears to be a good starting point. 

Significant comments are made on the 
value of a time study. This value is in 
proportion to the recording of “all avail- 
able, necessary and relevant information.” 
In the description of the part worked on, 
the number or description given on the bill 
of material should always be used together 
with the name of the major product of 
which it is later to become a part. This 
identifies the job from countless other jobs. 

Skill is classified into poor, fair, aver- 
age, good, excellent, and super-skill. A 
good description of each class is given that 
should enable more than one time study 
man to evaluate the same job and the same 
operator for the same final results. The 
description of super-skill was so vivid that 
I was sure that there were going to follow 
some suggestions of transferring the char- 
acteristics of the super-skilled worker to 
other workers so as to generally decrease 
the spread in quality and production be- 
tween this super-skilled worker and the 
general run of workers. However, this 
did not materialize. 

Effort is divided in a similar manner. 
The method of summarizing a time study 
through the use of a so-called “levelling 
factor” is a commendable work in stand- 
ardizing the method of arriving at the 
standard time from time observations. The 
levelling factor is determined from the 
skill, effort, conditions of work and con- 
sistency of observations. Tables are given 
showing numerical values for the various 
grades of the above factors. These factors 
are added algebraically to give the final 














levelling factor which is used to modify 
the average observed time reading. 

Teaching the worker the job is usually 
the deciding factor in the successful use of 
a standard time. However, only a half 
page is given to instruction methods and 
instruction sheets. If no more attention, 
proportionately, is given to instruction in 
actual practice, it is difficult to put the 
rate into effect or else the workers must 
have unusual intelligence that will enable 
them to teach themselves the proper method 
from instruction sheets. 

The uses of time study data are: 

1. Application to rate setting for wage 

payment. 

2. Layout of production schedules. 

3. Prediction of future costs. 

4. Determination of equipment capacities. 

The compilation of standard data from 
time studies for use in formulae for rate 
setting is most important. 

Part 2 of this book deals with formulae 
for rate setting. It is a very valuable ad- 
dition to literature on the use of time 
studies. The reading of this section is 
highly recommended to anyone using time 
studies on manufacturing operations. The 
principles and purposes of formulae con- 
struction have, for the first time, been cov- 
ered in a manner that takes this work out 
of the realm of the mysterious and fanciful. 
It is general knowledge that formulae have 
been used in time study work, but very 
little detailed literature has been available. 
The lack of application of a proper tech- 
nique of construction and use of formulae, 
so clearly explained here, is undoubtedly 
the cause of time studies being at present 
not yet generally used in industry. This 
condition makes this work especially wel- 
come and helpful. 


The use of master detailed time study 
sheets is shown with reference to sample 
forms. Formulae are based on the classi- 
fication of constant and variable elements 
of the job and make possible the elimination 
of much repeated time study work on jobs 
that have the same variable and constant 
time elements but in a different proportion 
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and degree. When a master schedule of de- 
tailed times is completed on an operation, 
an element analysis is made for it so that 
all methods and conditions surrounding the 
job, or affecting it, are recorded. The 
reasons for the selection of the time for 
use in formulae is also recommended as 
necessary to accurate use of the formulae. 

Formulae expression should be con- 
densed as much as possible by grouping to- 
gether, all constant times into one figure 
and then expressing the variable elements 
in formula form or in tables, curves or 
charts. It is significant to note the state- 
ment of the authors that the use of a for- 
mula is not difficult to sell to the work- 
ers, as they are interested in the time and 
the consistency of the times more than 
they are in the methods of obtaining the 
times. The method of reporting on the 
establishment of a formula and the clerical 
routine involved in operating the formula 
system are also well covered in such a 
way, that it is helpful to the person en- 
deavoring to condense his time study ac- 
tivities. A rate set from formula is con- 
ceded to be more consistent than those set 
from actual and individual time studies on 
each job. A liberal sample of formulae is 
given for various operations in the factories 
of the Westinghouse Electric and Manu- 
facturing Company. 

The Third Section of the book on or- 
ganizing and supervising time study and 
wage systems contains nothing radically 
new, but is valuable in broadening the atti- 
tudes of students of industry and industrial 
methods. 

The work, as a whole, can be rated as a 
distinctly valuable addition to industrial lit- 
erature. It is hoped that the authors will 
continue to set forth additional information 
on some parts that have received only scant 
attention. With this, I have a vision of a 
second edition of this book that will be a 
distinctly complete, accurate and progres- 
sive step in the collection of information 
that makes of time and motion study work, 
a more exact science. 

E. E. Brinkman, Industrial Engineer, 

Holeproof Hosiery Co. 
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This Economic World and How it May 
Be Improved. By Thomas Nixon 
Carver, Ph.D., and Hugh W. Lester. 
A. W. Shaw, Chicago, 1928. 432 
pages. 

No statement of the working and the 
worth of our economic world is more than 
an opinion. It may be a wise opinion if 
advanced by a wise economist. It may be 


a foolish opinion if advanced by an igno- 
rant layman. In either case, it is an 
opinion, and no more. To come to that 
conclusion is necessary in order to enjoy 
and profit by this book of Professor Car- 
ver’s. You will find in it much that is 
dogmatic; some statements that are trivial 
or unfair, but with its scope and general 
conclusions it is difficult to disagree. 


For instance, when Professor Carver 
says that “one man who knows actually 
how to employ laborers and pay them 
wages does more for labor than ten thou- 
sand talkers about the problem of unem- 
ployment. The principal reason why we 
have so little unemployment and poverty 
in the United States is that we have so 
many men of the former kind,” I think 
that his statement is bombastic and over- 
drawn. If I am not mistaken the “talkers” 
are often the ones who, by agitating the 
subject day in and day out, usually help 
to bring about our advances in the social 
control of business. If we had left the 
problem of workmen’s compensation to the 
hirers of labor alone, it is doubtful if 
much permanent progress would have been 
made in this direction during the last gen- 
eration. 


On the other hand, when Professor Car- 
ver writes that “our millionaires are not 
as a rule fat-necked, pot-bellied and pop- 
eyed; they are generally lean men who 
might easily be mistaken for hard working 
students who burn much midnight oil. 
They seem to suggest a diet of crackers 
and milk rather than of rich viands and 
costly wines,” I assent to this statement 
with alacrity, not because I am an emaci- 
ated millionaire, but because the adjective 


just used describes the figures of such as 
mine and the noun represents a beatific 
state of existence to which, in my weaker 
moments, I aspire. 


In the face of all the wisdom in this 
book, these random excerpts are a trifle 
flippant, I admit. The reason they are 
given is because in my opinion the thread 
of argument advanced by the author suffers 
greatly when his emotions lead him into 
certain excesses of expression. In so far 
as I am capable of judgment, the thread 
of the argument is sound. To give it in 
detail is beyond the scope of these few 
remarks. For a working explanation of 
how our economic world came into being 
and now functions, one can well afford the 
time to read this book with care. There 
will be much in it with which you will 
heartily agree. There will be parts of it 
with which, I guarantee, you will take 
issue. All of it, except possibly one or 
two chapters which seem too legalistic for 
a popular presentation of this character, 
you will find interesting and stimulating. 

Finally, for members of our Association, 
what more heartening words than these can 
describe the dignity and worth of manage- 
ment as a profession: 

“It is not an American ideal that a 
man should retire and indulge in elegant 
leisure as soon as he has accumulated a com- 
petence. Wherever this idea prevails, the 
more capable the man the earlier he will 
retire, and the greater the portion of his 
life that will be wasted. Only third-rate 
men will stay in business all their lives 
and they only for the reason that they can 
never accumulate enough to enable them 
to retire. Where business is managed only 
by third-rate men, there are only third- 
rate industries, the product per. man is low 
and only low wages can be paid. First- 
rate men stay in business in this country 
even though they might retire. That is 
one reason why we have first-rate indus- 
tries that manage to pay first-rate wages.” 


Ernest G. DRAPER, 
Treasurer and Assistant to the President, 
The Hills Brothers Company. 

















